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Extracting growth and inflation expectations from
financial market data




This study presents a framework for extracting long-run GDP growth and
inflation expectations from financial market data on a real-time basis. The
framework uses information from both stock and bond markets. It builds on a
dividend discount model of stock valuation and on a linearized consumption Euler
equation. Furthermore, expected long-run dividend growth for a broad equity
index is assumed to be related to expected long-run GDP growth. Short-run and
long-run dividend growth expectations are allowed to differ. The former are
measured using equity index futures. We extract growth and inflation expectations
for the euro area and for the United States.
Key words: inflation expectations, growth expectations, equity index futures
JEL classification numbers: E31, E44, E664
Kasvu- ja inflaatio-odotusten johtaminen
rahoitusmarkkinahinnoista




Tämä tutkimus esittelee tavan, jolla pitkän aikavälin kasvu- ja inflaatio-odotukset
voidaan johtaa rahoitusmarkkinahinnoista. Odotukset voidaan mitata reaaliaikai-
sesti käyttäen tietoja koroista ja osakkeiden hinnoista. Menetelmä lähtee liikkeelle
mallista, jonka mukaan osakkeen hinta on sen odotetun osinkovirran diskontattu
arvo. Toinen lähtökohta on kulutuksen linearisoitu Eulerin yhtälö. Lisäksi mene-
telmässä oletetaan, että laajan osakeindeksin odotettu osinkojen pitkän aikavälin
kasvuvauhti on yhteydessä odotettuun pitkän aikavälin BKT-kasvuvauhtiin. Osin-
kojen lyhyen aikavälin kasvuodotuksia mitataan osakeindeksifutuurien avulla.
Tutkimuksessa mitataan euroalueen ja Yhdysvaltain kasvu- ja inflaatio-odotuksia.
Avainsanat: inflaatio-odotukset, kasvuodotukset, osakeindeksifutuurit
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Expected nominal dividend growth, from a year earlier, appr. 6 months ahead
Nominal dividend growth, from a year earlier
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Expected nominal dividend growth, from a year earlier, appr. 4 1/2 months ahead
Nominal dividend growth, from a year earlier
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Long run growth forecast, CBO
Real GDP growth expectations, fit of regression model
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Long run inflation forecast, CBO
Inflation expectations, fit of regression model
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Expected long run real GDP growth
Real GDP growth, from a year earlier
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Expected long run real GDP growth
Congressional Budget Office Forecast, 3-5 years ahead
Consensus Forecast, 3-7 years ahead
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Expected long run inflation
CPI inflation, from a year earlier
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Expected long run inflation
Break-even inflation rate from inflation-indexed bonds maturing in 2008
Congressional Budget Office Forecast, 3-5 years ahead
Consensus Forecast, 3-7 years ahead
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Expected long run real GDP growth
Consensus Forecast, 3-7 years ahead
ECB Survey of Professional Forecasters, 5 years ahead
6 0%









      1999       2000       2001       2002       2003
Expected long run inflation
CPI inflation, from a year earlier
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Expected long run inflation
Break-even inflation rate from inflation-indexed bonds maturing in 2012
Consensus Forecast, 3-7 years ahead
ECB Survey of Professional Forecasters, 5 years ahead
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4Euro area: Long run expectations, assuming constant expected rates 
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